The Effects of the Sales and Use Tax Exemption
For Manufacturing Machinery

Compiled by
the staff of the
Education and Taxability Section,
Wyoming Department of Revenue

and edited by
Bret Fanning, Administrator
Excise Tax Division

Sixteenth Edition

Exemption Effective: 2004
W.S. 39-15-105(a)(viii)(O) and W.S. 39-16-105(a)(viii)(D)

122 West 25t Street, Suite E301
Cheyenne, Wyoming 82002
https://revenue.wyo.qov

November 15, 2022

Table of Contents
L@ T T SR 2
Specific Requirements DY STALULE ..........coiiiiieiee e s 2
10 (o) 4 =T o OSSPSR 3
WVBGES ...ttt e e R e e 7
2 T2 0T | £ SUT 8
LIS L1 1Y ST U PP TR PPRPP 9
EXEMPLION COST.......etiiiiiiitieiie ettt bbb bbbt e e bbb b nne et 9
REMI Analysis: ECONOMIC IMPACES.........cciiiiiiiiieiiesiesiesieeeeee e 12
RETEIBINCES ... b ettt s e bt e bt h b e b e e be e b e ene e nbe et nneenre e 15
Y o] 1=] 16 [ 0T TSRS P P PT TP PR 16


https://revenue.wyo.gov/

Overview

Original House Bill No. 44 (Enrolled Act No. 20) was signed into law by Governor Freudenthal
on March 3, 2004. This act relates to taxation and revenue and provides for a sales and use tax
exemption for machinery and machine tools used directly and predominantly in manufacturing
within the State of Wyoming. The act provides for definitions, limitations, a reporting requirement
and an effective date. This law took effect on July 1, 2004, and per subsequent amendments, has
a sunset of December 31, 2027.

The Manufacturing machinery exemption is located within the “economic incentive” group of
sales and use tax exemptions in the Wyoming statutes [W.S. 39-15-105(a)(viii); W.S. 39-16-
105(a)(viii)]. The law exempts from Wyoming sales and use taxes, until December 31, 2027, the
sale or lease of machinery to be used in Wyoming directly and predominantly in Manufacturing
tangible personal property provided the following requirements are met:

e The sale or lease is to a manufacturer classified by the Department of Revenue under the
North American Industry Classification System (NAICS) code Manufacturing section 31
—33; and

e The sale or lease does not include noncapitalized machinery except machinery expensed
in accordance with Section 179 of the Internal Revenue Code.

Specific Requirements by Statute
Wyo. Stat. Ann. § 39-15-105(b)

“The Wyoming business council, the department of workforce services and the
department of revenue shall jointly report to the joint revenue interim committee
on or before December 1 of each year that the exemption is in effect. If requested
by the department of revenue, any person utilizing the exemption shall report to the
department the amount of sales tax exempted, and the number of jobs created or
impacted by the utilization of the exemption.”

This report is to evaluate the cumulative effects of the exemption from initiation of the exemption
and shall include:

(i) A history of employment in terms of the numbers of employees, full-time and part time
employees, and rate of turnover classified by the 2007 edition, as amended, of the North
American Industry Classification System (NAICS) code manufacturing section 31 — 33
from information collected by the Department of Employment;

(i1) A history of wages and benefits disaggregated by gender for each job category; and

(iii))A comprehensive history of taxes paid to the state of Wyoming.



Employment

Figure 1.1 details employment history from 2005 to 2021 in the manufacturing industry in
Wyoming.

Figure 1.1: Wyoming EmploymentManufacturing 2005 2021
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The Figure 1.2 details employment by gender both in the manufacturing industry in Wyoming.

Figure 1.2: Men & Women Employed, Manufacturing
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Figures 1.3 graphically compares full-time and part-time employement for the manufacturing
industry in Wyoming.

Figure 1.3: Full & Paitime Employment, Manufacturing
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A discussion about those employed in the manufacturing industry is not complete without a closer
review of the Standard Occupational Classification (SOC) system. Wyoming utilizes the SOC
system to categorize workers within the state; and while manufacturing has its own SOC code,
several other occupational groups are typically found in the manufacturing industry as well. Table
1.1, on page 6 illustrates the total number of persons working in the selected SOC categories within
Wyoming from year 2005.*

Please note, the Department of Workforce Services updated the SOC classification system to
include new classification numbers and occupational titles, therefore the new classification
numbers have no reporting information prior to 2018.

! Wyoming Department of Work Force Services. Wyoming Occupational Employment and Wag@astober 2022.
Prior to 2016, Wyoming Department of Revenue. The Effects of the Sales and Use Tax Exemptiadddoufacturing
Machinery,FifteenthEdition. (2021).
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Table 1.1: Employment per SOC Classifications typically found in the Manufact

Occupational Title 005 2006 2007 2008 2009 2010 2011 2012 2013 2014 205 006 2017 208
11-0000 Management 12,780 12,450 NA 1250 12770 12710 12370 12090 12200 12,040 12200 11520 11430 11,690 12,560 11,880
13-0000 Business & Financial 6,270 6720 NA 7000 7290 7350 7270 7530 7850 8130 8540 8820 8480 8220 9,170 9,760
15-0000 Computer & Mathematical 1,930 2050 NA 2040 2210 2200 2210 2290 2620 2750 2730 2650 2650 2660 3,170 3,080
17-0000 Architecture & Engineering 3920 4250 NA 4650 5150 5040 5090 509 4910 5130 5580 5690 480 4170 4,490 4240
19-0000 Life, Physical & Social Services 4210 4270 NA 4260 4750 4860 4360 4250 4340 4180 4520 4420 4200 3980 4,150 4,410
21-0000 Community & Social Services 4000 3,970 3,890
23-0000 Legal 1,580 1,740 1,670
25-0000 Education, Training & Library 20,170/ 19,580 19,130
27-0000 Arts, Design, Entertainment, Sports & Media 2740 2490 NA 2570 2900 3130 290 2970 2810 300 3110 3280 3070 2870 2780 2,670
29-0000 Healthcare Practitioners & Technical 10550 10,850 NA 11,520 12000 12770 13130 13,280 13,360 13,530 14020 14140 14300 14400 14,390 14,010
31-0000 Healthcare Support 6,890 9,430 9,160
33-0000 Protective Services 5690 5970 5930
35-0000 Food Preparation & Serving-Related 24440 23600 NA 24140 24810 24430 23,070 23270 24710 24740 25040 25080 25,180 24,570 25,320 23,060
37-0000 Building & Grounds Cleaning & Maintenance 10,030 11,110 NA 11370 11,950 11250 11,220 11,110 11,070 11,350 11,440 11390 11,670 11,360 10,950 10,650
39-0000 Personal Care & Service 8310 5350 4,990
41-0000 Sales & Related 2,760 22480 NA 23390 24110 23850 22720 22630 23,000 23110 23880 24750 25320 24,6200 23,270 2,20
43-0000 Office & Administrative Support 36160 36530 NA 37870 38720 33490 37,190 37610 36790 36630 36170 36600 36190 35070 30,650 28,620
45-0000 Farming, Fishing & Forestry 5100 660 640
47-0000 Construction & Extraction 27090 292600 NA 33090 37,100 36510 32620 33210 33770 33070 32860 31,720 27,890 25740, 28,600 27,000
49-0000 Installation, Maintenance & Repair 14730 15520 NA 17380 17740 18080 16890 17790 18370 18170 18460 18730 17380 16920 18110 17,080
51-0000 Production 11,900 13060 NA 14320 14830 14200 13280 12300 13260 12,850 13230 13180 12770 12,330 13300 12,640
53-0000 Transportation & Material Moving 2400 26640 NA 25510 25810 24820 22,060 22450 23160 23,700 24,850 25330 23,600 22,180, 25,730 2,970
TOTAL 22530 221280 0 231790 242140 239690 226400 227870 232220 232480 236630 237300 228990 267,990 273,340 261,700



Wages

Figure 1.4 portrays the average Wyoming wage for the Manufacturing Industry categorized by
gender between years 2005 and 2021. Table 1.2 outlines wages typically found by SOC
occupation.?

Figure 1.4: Average Wages, Manufacturing
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Table 1.2; Hourly Median Wage
SOC  Occupational Title 2006 2006 2007 2008 2009 2010 2011 2012 2013  2014- 2015 2016 2017 2018 2019 2020 2021
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15000 Computer & Mathical §027 190  NA SB375 S2544 S2571  S2662  S2730  S2751  S2765 S2800  S2870 §3027 93172 93326 93318 33
17000 Architecture & Engneering 423 S1589  NA S22 S99 S3040  $3088  S3L6L  S3040 368 3286 337 798 3890 4080 A3 4l
19000 Life, Physical & Social Services $2041  $2098  NA S2294 S35 52284 5374 S2468 52488 S2619  S2637  S2655 S2739 62823 93272 S3201 3282
210000 Community & Social Services §369  §2396 2462 2509
230000 Legal §3760 §3v71 $368 3153
250000 Education, Training & Library §404 S804 $441 2487
21000 Arts, Design, Entertainment, Sports, ete.  $1243 1331 NA  $1348  S1335  S1412  S1544  S1557  S1642 51681 51648  S1670  $19.99  $2120  S2149  S2204 2246
29000 HealthcarePractitioners & Technical ~ $2237 ~ $2319  NA  $2507  $535  $2692  S2741  $832  S1872 52921 §2907 2979 $3777  $3099 4070 S4276 4358
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330000  Protective Services 29 $38 43 BU
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37000 Building & Grounds Clearing & Maint. ~ $886 ~ $9.31 NA 0 S1024 81078 $1123 S1L33 51146 $1150 1185 S1190  $1239  S1396  S1484  §1538  S1601 1667
390000 Personal Care & Service $1367 1529 S1574 1637
41000 Sales & Related $9.11  $958 NA O $1047  $1057  $1113 $1149  S1186  $1206  $1241  $1279  S1283  S1762 81821 81842 S1957 198
43000 Office & Administration Support $109  S1L70  NA  S1271 S1343  S1392 51435 S1461 S1541  S1545  S1563  §1603  S1732 61808 61891 61937 1985
450000  Farming, Fishing & Forestry §1549  S1585  S1573 1613
47000 Construction & Extraction §1629  $1768  NA 51884 51938 51975  S2086 2113 S2145 S22 S2272  S2303  S2496 92550 2649 62697 2145
49000 Installation, Maintenance & Repair $1824  $1881 NA 0 $1992  $2043  $2098  $2182  $2291  $306  $357  S378  S234  S2655  S2748  $2833  S29.04 2967
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2 Ibid.



Benefits

Tables 1.3 and 1.4 represent a compilation of excerpts from the Wages and Benefits Survegsd
chronicle the selected benefits offered to full-time and part-time employees across the

Manufacturing Industry. 3

Table 1.3 - Percentage of Full-Time Employees Offered Select Benefits, Manufacturing
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Table 1.4 Percentage of Wyoming Part-time Employees Offered Selected Benefts, Manufacturing
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Turnover

Figure 1.5, illustrates Wyoming’s annual turnover rates for the Manufacturing Industry as
compared to All Industries for years 2005-2021.4

Figure 1.5: Employment Turnover Rates
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Exemption Cost

Based on survey responses in 2022, for purchases between the periods of July 1, 2021 through
June 30, 2022, exempt manufacturing machinery purchases by Wyoming manufacturers equaled
$101,127,872.00.° As a result of this exemption and applying the average sales and use tax rate of
5.40%, the unrealized sales and use tax revenue for the State of Wyoming totaled $5,460,905.09.
For this period, 1,113 Manufacturing Machinery Survey Forms were sent, 484 responses were
received, which reflects a response rate of 43.4%. Of the 484 reponses received, 141 companies
reported exempt machinery purchases.

Figure 1.6, on page 10, shows unrealized sales/use tax revenue from years 2006-2021 for exempt
manufacturing purchases.®

4 Wyoming Department of Workforce Services, Wyoming Industryfurnover byyear and Quarter, 1992Q1 to
2022Q4, (totals derived from Q1 — Q4 yearly average).

5 Survey Aggregate for 2022.

& Wyoming Department of Revenue. The Effects of the Sales and Use Tax ExemptioMamufacturingMachinery,
FifteenthEdition (2020).



Figure 1.6: Unrealized Sales/Use Tax Revenue
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In addition to exact figures, the Department also evaluated purchases based on eight dollar ranges:

e $0 by 343 purchasers
e $1-%$1,000 $7,858.74 by 16 purchasers
e $1,001 - $10,000 $169,103.40 by 38 purchasers
e $10,001 - $50,000 $811,753.27 by 35 purchasers
e $50,001 - $100,000 $1,163,189.63 by 15 purchasers
e $100,001 — $1,000,000 $10,100,298.84 by 23 purchasers
e $1,000,001 - $10,000,000 $54,942,911.12 by 13 purchasers
e $10,000,001+ $33,932,757.00 by 1 purchaser

Figure 1.7 graphically represents the number of purchasers per dollar range.

Figure 1.7: Number of Purchasers/Dollar Range
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Figure 1.7 graphically represents the number of purchasers per dollar range.

Figure 1.7: Amount of Purchases/Dollar Range
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REMI Analysis: Economic Impacts

The analyses of the economic impacts of the sales and use tax exemptions for (1) purchases of
machinery and machine tools used directly and predominantly in manufacturing, for (2) purchases
and rentals of qualifying computer equipment necessary for the operation of a data processing
center, and for (3) purchases of equipment by a telecommunications service provider, video
programming service provider, or provider of internet access used to provide broadband internet
service were prepared using the Regional Economic Models, Inc. (REMI) Tax-Pl model. REMI
Tax-Pl is the next generation Policy Insight model built exclusively for Wyoming. It is an
integrated model that combines the best features of the input-output, general equilibrium,
econometric, and economic geography methodologies. Tax-Pl is also a dynamic rather than a
static model allowing for year-by-year analysis of the total regional effects of any specific policy.

Table 1: Economic Impact of Sales & Use Tax Exemption RemofealManufacturing Machinery

Category Average
(Change from Baseline) 2022 2023 2024 2025 2026 | 2022-2030
Total Employment - Jobs -42 -55 -65 -72 -77 -72
Manufacturing -10 -13 -15 -17 -19 -18
Construction -9 -11 -13 -14 -14 -13
Retail Trade -4 -5 -5 -6 -6 -5
Accomodation & Food Services -2 -3 -4 -4 -5 -4
All Other -17 -23 -28 -31 -34 -31
Population - Individuals -22 -36 -50 -63 -74 -70
Wages and Salaries -$1.9 -82.5 -$3.0 -$3.4 -$3.6 -$3.4
Personal Income -$3.0 -83.9 -$4.7 -$5.3 -$5.8 -$5.5
Disposable Personal Income -$2.7 -83.5 -$4.1 -$4.6 -$5.1 -$4.8
Gross Domestic Product -$5.5 -§7.5 -$9.0 -$10.2 -S111 -$10.4
Output -§12.8  -$17.3  -820.6  -$23.0 -$25.1 -$23.4
Sales & Use Tax Revenue -80.08  -$0.11  -$0.13  -$0.14  -$0.16 -50.12
Property Tax Revenue -$0.02  -$0.02  -$0.03  -$0.04  -S0.05 -50.04
Note: All dollar amounts are expressed as millions of fixed (2020) dallars.

The economic impact of the removal of the sales tax exemption for purchases of manufacturing
machinery and machine tools used directly and predominantly in manufacturing was modeled in
REMI as an increase in the production costs for the manufacturing industry of $9.0 million per
year beginning in 2021. The removal of this exemption would result in an average annual loss of
72 jobs and a decrease in GDP of $10.4 million per year over the period of 2022 to 2030 when
compared to the baseline scenario (see Table 1).
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The manufacturing, construction, retail trade, and accommodation & food services sectors endure
most of the job losses. While manufacturing and construction account for the direct and indirect
job losses, the retail trade and accommodation & food services sectors, in particular, will be
hindered by the decline of disposable personal income. Fewer jobs and a decline in salaries will
result in less household spending.

Key Definitions

Total Employment comprises estimates of the number of non-farm jobs, full-time plus part-time,
by place of work. Full-time and part-time jobs are counted at equal weight. Includes direct,
indirect, and induced jobs.

Population reflects mid-year estimates of people, including survivors from the previous year,
births, special populations, and three types of migrants (economic, international, and retired).

Wages and Salaries are the monetary remuneration of employees, including the compensation of
corporate officers; commissions, tips, and bonuses; voluntary employee contributions to certain
deferred compensation plans, such as 401(k) plans; and receipts in kind that represent income.
Wages and salaries disbursements are affected by changes in Wage Rate and Employment.

Personal Income is the income that is received by all persons from all sources. It is calculated as
the sum of wage and salary disbursements, supplements to wages and salaries, proprietors' income
with inventory valuation and capital consumption adjustments, rental income of persons with
capital consumption adjustment, personal dividend income, personal interest income, and personal
current transfer receipts, less contributions for government social insurance.

Disposable Personal Income equals personal income minus personal taxes.

Gross Domestic Product or GDP is the market value of goods and services produced by labor
and property. It is often referred to as "value added" and is equal to its gross output (sales or
receipts and other operating income, plus inventory change) minus its intermediate inputs
(consumption of goods and services purchased from other industries or imported).

Output is the amount of production, including all intermediate goods purchased as well as value-
added (compensation and profit). Output can also be thought of as sales or supply or simply price
multiplied by quantity (PxQ).

About the REMI PlI+Model

The REMI PI+ model incorporates aspects of four major modeling approaches: Input-Output,
General Equilibrium, Econometric, and Economic Geography. Each of these methodologies
has distinct advantages as well as limitations when used alone. The REMI integrated modeling
approach builds on the strengths of each of these approaches.

13



The REMI model at its core has the inter-industry relationships found in Input-Output models.
As a result, the industry structure of a particular region is captured within the model, as well as
transactions between industries. Changes that affect industry sectors that are highly interconnected
to the rest of the economy will often have a greater economic impact than those for industries that
are not closely linked to the regional economy.

General Equilibrium is reached when supply and demand are balanced. This tends to occur in
the long run, as prices, production, consumption, imports, exports, and other changes occur to
stabilize the economic system. For example, if real wages in a region rise relative to the U.S., this
will tend to attract economic migrants to the region until relative real wage rates equalize. The
general equilibrium properties are necessary to evaluate changes such as tax policies that may have
an effect on regional prices and competitiveness.

REMI is sometimes called an “Econometric model,” as the underlying equations and responses
are estimated using advanced statistical techniques. The estimates are used to quantify the
structural relationships in the model. The speed of economic responses is also estimated, since
different adjustment periods will result in different policy recommendations and even different
economic outcomes.

The New Economic Geography features represent the spatial dimension of the economy.
Transportation costs and accessibility are important economic determinants of interregional trade
and the productivity benefits that occur due to industry clustering and labor market access. Firms
benefit having access to a large, specialized labor pool and from having access to specialized
intermediate inputs from supplying firms. The productivity and competitiveness benefits of labor
and industry concentrations are called agglomeration economies, and are modeled in the economic
geography equations.

The primary national, state, and county data source for REMI Pl+ is the Bureau of Economic
Analysis (BEA) State Personal Income (SPI) and Local Area Personal Income (LAPI) series
(which also include employment and total population at both the state and county level). REMI
also relies on numerous other data sources including the Bureau of Labor Statistics, Energy
Information Administration, Center for Disease Control and Prevention, National Center for
Health Statistics, and the Department of Defense. Source: emi.com.

%
“ REMI REGIONAL ECONOMIC MODELS, INC
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Appendix A: Manufacturing Machinery Survey Form 108 Cover Letter

=~

he State of Wyoming

DEPARTMENT OF REVENUE

AP ER BUILLARL PAST MARK GORDON, Govarnor
TR —— BRENDA L. HENBOMN, Director fina

Deear Mamfacturer:

Effective July 1, 2004, the Wyommg Lagislature passed a salesuze tax exemption designed to benefit
and diversify ‘.‘-'l.wmmg = manufacturing sector. This exemption appliss to qualifiing machinery,

mazterials used to construct the machinery, specialized tools and repair parts. This survey has been sent
to vou because the Department of Revenue has received information that vou are a manufacturer, and
vou are therefore stabotorily requred to respond to the swrvey. [W5. 39-13-105(h7]

To qualify for the exemption, 2 mamifacturer must satisfy two requirements. First, the manufacturer
muzt be classified as a business primanly engaged in activities catezorized under the North American
Industry Classification Svstem (WAICS) manufacturing sector. Second, the machinery must generally
be capitalized uzing the [F.5’s rules regarding depreciable machmery.

Accompanying this letter 15 Form 108, It nmst be completed end retumed to the Department of Eevenue
no later than Auwsust 31, 2022, If vou are not a manufacturer, please provide details about yvour
business so we can correct ouwr database. If you are a manufacturer, but did not make any qualifying
purchaszes, please report zero purchases.

We have also provided an online form of the survey, which will zave vou the cost of & stamp. To access
this survey, pleass visit the Depamnent of Bevenne website at https:/revenmez wvo.gov. On the upper
left comer under, “What's New™ 15 2 link to the 2022 Manufacturers Machinery Survey. The link
may be accessad from there, or by going to hitps:/www surveymonkey com/rW YO2022M

Examples:
Chulters iy fabric, thread and batting, sew it together and “manufacture™ a quilt. (NAICS cods

314129) Someone who does embroiderng 15 8 mamifacturer. (NAICS code 314999 A saddle maker
barys the leather, cuts it, tools it and puts it together to manufacture 2 saddle. (NAICS code 314099)

Please contact the department with any aquestions vou mayv have at (307 777-3200 or by e-mail at,
DOF_taxability@wyo_gov Thank you for vour time and attention to this matter.

Sincerely,

Bret Fanning, Admimstrator
Excize Tax Division
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Appendix B: Manufacturing Machinery Survey Form 108

State of Wyoming Please retam fom to:
vy, DEPARTMENT OF REVENUE
; Mammfacturer’s Sales/Use Tax Betumn Form 108 page 3077773632
Manufactoring Machinery Exemption Email

DOP. tagability@wyo.pow
Per Wyoming Statutes Tifles 39-15-105 & 39-16-105, this
Jorm must be complated and retwrned by Auguse 26, 2022

—_—

‘hone: 307-777-5200
Web: hitps:revenue wyo gov

Thiz form may alzo be completed online by going to: hitps-fwww. surveymonkey. comdrWY 020220

Company Wama: DEA Mame:
(Mg Basiress A
Addrazs:
City: State: Zip:
Email Addrezs: Phona:

WY Licanse Number or BID (1f applicakla)

NATICS code(s), four or more digits, 1.2 3112 -

The Neorth American Industrial Clazzification System (NAICE) iz the standard ured by Federal and stats
agencies to ovganize establizhments irte industries on the bacis of the activity in which they are primarily
sngaged. To find youwr NAICSE Code, {f unknown, please visit: hitps-/vwane. naics. com/cods-search’. If
vour NAICS code does nor fall berween 3111 and 3399, stop here and sign affidovir ar bemom

If vou are unsure of vour WAICE code, please provide a detailed deseniption of the process your
busmess uzes to produce products. (Even if vou hand-preducs individuzl items or modify other
products, vou may be categorized az a mamifacturer wnder WAICSE).

Purchazes or leazaz of machmery (meluding machine tools and parts thereof or materials purchaszad for
the repair/construction of machinery) are exempt from state sales‘use tax when the machinery will be
uzad directly and predommantly in manufactormg m Wyommg, subject to stipulations cutlined m W5,
38-15-103 and W_8. 35-16-105 *

Amount of Exempt Purchases for Machimery, Tools,
Partz, and Machinery Materials (a5 par W.B. 35-13-103 $
and W.5. 39-16-103) for the period of July 1=t, 2021
throngh June 30th, 2022, (If zero. please enter $0.00%

i5ee "Dzl o bk T cualifizalions)

I {Anthorized agent of company), certifyy
that tha company named on this form 1s entitled to the salas and use tax axemption on purchazas of
machinery or machine tools to be used in manufacturing, 25 per W5 39-15-103 and 39-16-103. [ further
cartify that the Company Information, WAICSE Information, and Exempt Purchazes Information provided
above 15 true and accurate to the best of mov knowledze.

Signature Title Date

Information obtsined iz confidential, and will only be distributed in agzregate form.
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